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(1) It has received certification as a
small disadvantaged business concern
consistent with 13 CFR part 124, sub-
part B; and

(i) No material change in disadvan-
taged ownership and control has oc-
curred since its certification;

(ii) Where the concern is owned by
one or more disadvantaged individuals,
the net worth of each individual upon
whom the certification is based does
not exceed $750,000 after taking into ac-
count the applicable exclusions set
forth at 13 CFR 124.104(c)(2); and

(iii) It is identified, on the date of its
representation, as a certified small dis-
advantaged business (SDB) concern in
the database maintained by the Small
Business Administration (PRO-Net); or

(2) For a prime contractor, it has
submitted a completed application to
the Small Business Administration or
a private certifier to be certified as a
small disadvantaged business concern
in accordance with 13 CFR part 124,
subpart B, and a decision on that appli-
cation is pending, and that no material
change in disadvantaged ownership and
control has occurred since it submitted
its application. In this case, a con-
tractor must receive certification as an
SDB by the SBA prior to contract
award.

Very small business concern means a
small business concern—

(1) Whose headquarters is located
within the geographic area served by a
designated SBA district; and

(2) Which, together with its affiliates,
has no more than 15 employees and has
average annual receipts that do not ex-
ceed $1 million.

Women-owned small business concern
means a small business concern—

(a) Which is at least 51 percent owned
by one or more women; or, in the case
of any publicly owned business, at least
51 percent of the stock of which is
owned by one or more women; and

(b) Whose management and daily
business operations are controlled by
one or more women.

[51 FR 2650, Jan. 17, 1986, as amended at 52
FR 38189, Oct. 14, 1987; 54 FR 25062, June 12,
1989; 55 FR 3881, Feb. 5, 1990; 57 FR 60580, Dec.
21, 1992; 60 FR 48260, Sept. 18, 1995; 61 FR
67410, Dec. 20, 1996; 62 FR 236, Jan. 2, 1997; 62
FR 44820, 44822, Aug. 22, 1997; 63 FR 36122,
July 1, 1998; 63 FR 70268, Dec. 18, 1998; 63 FR
71723, Dec. 29, 1998; 64 FR 10536, Mar. 4, 1999;
64 FR 36223, July 2, 1999]

Subpart 19.1—Size Standards
19.101 Explanation of terms.

Affiliates. As used in this subpart,
business concerns are affiliates of each
other if, directly or indirectly, either
one controls or has the power to con-
trol the other, or another concern con-
trols or has the power to control both.
In determining whether affiliation ex-
ists, consideration is given to all ap-
propriate factors including common
ownership, common management, and
contractual relationships; provided,
that restraints imposed by a franchise
agreement are not considered in deter-
mining whether the franchisor controls
or has the power to control the
franchisee, if the franchisee has the
right to profit from its effort, commen-
surate with ownership, and bears the
risk of loss or failure. Any business en-
tity may be found to be an affiliate,
whether or not it is organized for profit
or located inside the United States.

(a) Nature of control. Every business
concern is considered as having one or
more parties who directly or indirectly
control or have the power to control it.
Control may be affirmative or negative
and it is immaterial whether it is exer-
cised so long as the power to control
exists.

(b) Meaning of party or parties. The
term party or parties includes, but is
not limited to, two or more persons
with an identity of interest such as
members of the same family or persons
with common investments in more
than one concern. In determining who
controls or has the power to control a
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concern, persons with an identity of in-
terest may be treated as though they
were one person.

(c) Control through stock ownership. (1)
A party is considered to control or
have the power to control a concern, if
the party controls or has the power to
control 50 percent or more of the con-
cern’s voting stock.

(2) A party is considered to control or
have the power to control a concern,
even though the party owns, controls,
or has the power to control less than 50
percent of the concern’s voting stock,
if the block of stock the party owns,
controls, or has the power to control is
large, as compared with any other out-
standing block of stock. If two or more
parties each owns, controls, or has the
power to control, less than 50 percent
of the voting stock of a concern, and
such minority block is equal or sub-
stantially equal in size, and large as
compared with any other block out-
standing, there is a presumption that
each such party controls or has the
power to control such concern; how-
ever, such presumption may be rebut-
ted by a showing that such control or
power to control, in fact, does not
exist.

(3) If a concern’s voting stock is dis-
tributed other than as described above,
its management (officers and directors)
is deemed to be in control of such con-
cern.

(d) Stock options and convertible deben-
tures. Stock options and convertible de-
bentures exercisable at the time or
within a relatively short time after a
size determination and agreements to
merge in the future, are considered as
having a present effect on the power to
control the concern. Therefore, in mak-
ing a size determination, such options,
debentures, and agreements are treated
as though the rights held thereunder
had been exercised.

(e) Voting trusts. If the purpose of a
voting trust, or similar agreement, is
to separate voting power from bene-
ficial ownership of voting stock for the
purpose of shifting control of or the
power to control a concern in order
that such concern or another concern
may qualify as a small business within
the size regulations, such voting trust
shall not be considered valid for this
purpose regardless of whether it is or is

not valid within the appropriate juris-
diction. However, if a voting trust is
entered into for a legitimate purpose
other than that described above, and it
is valid within the appropriate jurisdic-
tion, it may be considered valid for the
purpose of a size determination, pro-
vided such consideration is determined
to be in the best interest of the small
business program.

(f) Control through common manage-
ment. A concern may be found as con-
trolling or having the power to control
another concern when one or more of
the following circumstances are found
to exist, and it is reasonable to con-
clude that under the circumstances,
such concern is directing or influ-
encing, or has the power to direct or
influence, the operation of such other
concern.

(1) Interlocking management. Officers,
directors, employees, or principal
stockholders of one concern serve as a
working majority of the board of direc-
tors or officers of another concern.

(2) Common facilities. One concern
shares common office space and/or em-
ployees and/or other facilities with an-
other concern, particularly where such
concerns are in the same or related in-
dustry or field of operation, or where
such concerns were formerly affiliated.

(3) Newly organized concern. Former
officers, directors, principal stock-
holders, and/or key employees of one
concern organize a new concern in the
same or a related industry or field op-
eration, and serve as its officers, direc-
tors, principal stockholders, and/or key
employees, and one concern is fur-
nishing or will furnish the other con-
cern with subcontracts, financial or
technical assistance, and/or facilities,
whether for a fee or otherwise.

(g) Control through contractual rela-
tionships—(1) Definition of a joint ven-
ture for size determination purposes. A
joint venture for size determination
purposes is an association of persons
and/or concerns with interests in any
degree or proportion by way of con-
tract, express or implied, consorting to
engage in and carry out a single spe-
cific business venture for joint profit,
for which purpose they combine their
efforts, property, money, skill, or
knowledge, but not on a continuing or
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permanent basis for conducting busi-
ness generally. A joint venture is
viewed as a business entity in deter-
mining power to control its manage-
ment.

(2) Joint venture—acquisition and prop-
erty sale assistance. Concerns bidding on
a particular acquisition or property
sale as joint ventures are considered as
affiliated and controlling or having the
power to control each other with re-
gard to performance of the contract.
Moreover, an ostensible subcontractor
which is to perform primary or vital
requirements of a contract may have a
controlling role such to be considered a
joint venturer affiliated on the con-
tract with the prime contractor. A
joint venture affiliation finding is lim-
ited to particular contracts unless the
SBA size determination finds general
affiliation between the parties. The
rules governing 8(a) Program joint ven-
tures are described in 13 CFR 124.513.

(3) Where a concern is not considered
as being an affiliate of a concern with
which it is participating in a joint ven-
ture, it is necessary, nevertheless, in
computing annual receipts, etc., for the
purpose of applying size standards, to
include such concern’s share of the
joint venture receipts (as distinguished
from its share of the profits of such
venture).

(4) Franchise and license agreements. If
a concern operates or is to operate
under a franchise (or a license) agree-
ment, the following policy is applica-
ble: In determining whether the
franchisor controls or has the power to
control and, therefore, is affiliated
with the franchisee, the restraints im-
posed on a franchisee by its franchise
agreement shall not be considered, pro-
vided that the franchisee has the right
to profit from its effort and the risk of
loss or failure, commensurate with
ownership. Even though a franchisee
may not be controlled by the
franchisor by virtue of the contractual
relationship between them, the
franchisee may be controlled by the
franchisor or others through common
ownership or common management, in
which case they would be considered as
affiliated.

Annual receipts. (a) Annual receipts of
a concern which has been in business
for 3 or more complete fiscal years

means the annual average gross rev-
enue of the concern taken for the last
3 fiscal years. For the purpose of this
definition, gross revenue of the concern
includes revenues from sales of prod-
ucts and services, interest, rents, fees,
commissions and/or whatever other
sources derived, but less returns and
allowances, sales of fixed assets, inter-
affiliate transactions between a con-
cern and its domestic and foreign affili-
ates, and taxes collected for remit-
tance (and if due, remitted) to a third
party. Such revenues shall be measured
as entered on the regular books of ac-
count of the concern whether on a
cash, accrual, or other basis of ac-
counting acceptable to the U.S. Treas-
ury Department for the purpose of sup-
porting Federal income tax returns, ex-
cept when a change in accounting
method from cash to accrual or accrual
to cash has taken place during such 3-
year period, or when the completed
contract method has been used.

(1) In any case of a change in ac-
counting method from cash to accrual
or accrual to cash, revenues for such 3-
year period shall, prior to the calcula-
tion of the annual average, be restated
to the accrual method. In any case,
where the completed contract method
has been used to account for revenues
in such 3-year period, revenues must be
restated on an accrual basis using the
percentage of completion method.

(2) In the case of a concern which
does not keep regular books of ac-
counts, but which is subject to U.S.
Federal income taxation, annual re-
ceipts shall be measured as reported, or
to be reported to the U.S. Treasury De-
partment, Internal Revenue Service,
for Federal income tax purposes, ex-
cept that any return based on a change
in accounting method or on the com-
pleted contract method of accounting
must be restated as provided for in the
preceding paragraphs.

(b) Annual receipts of a concern that
has been in business for less than 3
complete fiscal years means its total
receipts for the period it has been in
business, divided by the number of
weeks including fractions of a week
that it has been in business, and multi-
plied by 52. In calculating total re-
ceipts, the definitions and adjustments
related to a change of accounting
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method and the completed contract
method of paragraph (a) above, are ap-
plicable.

Number of employees is a measure of
the average employment of a business
concern and means its average employ-
ment, including the employees of its
domestic and foreign affiliates, based
on the number of persons employed on
a full-time, part-time, temporary, or
other basis during each of the pay peri-
ods of the preceding 12 months. If a
business has not been in existence for
12 months, number of employees means
the average employment of such con-
cern and its affiliates during the period
that such concern has been in existence
based on the number of persons em-
ployed during each of the pay periods
of the period that such concern has
been in business. If a business has ac-
quired an affiliate during the applica-
ble 12-month period, it is necessary, in
computing the applicant’s number of
employees, to include the affiliate’s
number of employees during the entire
period, rather than only its employees
during the period in which it has been
an affiliate. The employees of a former
affiliate are not included, even if such
concern had been an affiliate during a
portion of the period.

[51 FR 2650, Jan. 17, 1986, as amended at 64
FR 32743, June 17, 1999]

19.102 Size standards.

(a) The SBA establishes small busi-
ness size standards on an industry-by-
industry basis. (See 13 CFR part 121.)

(b) Small business size standards are
applied by—

(1) Classifying the product or service
being acquired in the industry whose
definition, as found in the Standard In-
dustrial Classification (SIC) Manual,
best describes the principal nature of
the product or service being acquired;

(2) Identifying the size standard SBA
established for that industry; and

(3) Specifying the size standard in the
solicitation, so that offerors can appro-
priately represent themselves as small
or large.

(c) For size standard purposes, a
product or service shall be classified in
only one industry, whose definition
best describes the principal nature of
the product or service being acquired

even though for other purposes it could
be classified in more than one.

(d) When acquiring a product or serv-
ice that could be classified in two or
more industries with different size
standards, contracting officers shall
apply the size standard for the industry
accounting for the greatest percentage
of the contract price.

(e) If a solicitation calls for more
than one item and allows offers to be
submitted on any or all of the items,
an offeror must meet the size standard
for each item it offers to furnish. If a
solicitation calling for more than one
item requires offers on all or none of
the items, an offeror may qualify as a
small business by meeting the size
standard for the item accounting for
the greatest percentage of the total
contract price.

(f) Any concern which submits a bid
or offer in its own name, other than on
a construction or service contract, but
which proposes to furnish a product
which it did not itself manufacture, is
deemed to be a small business when it
has no more than 500 employees, and—

(1) Except as provided in subpara-
graphs (f)(4) through (f)(7) of this sec-
tion, in the case of Government acqui-
sitions set aside for small businesses,
such nonmanufacturer must furnish in
the performance of the contract, the
product of a small business manufac-
turer or producer, which end product
must be manufactured or produced in
the United States. The term nonmanu-
facturer includes a concern which can
manufacture or produce the product re-
ferred to in the specific acquisition but
does not do so in connection with that
acquisition. For size determination
purposes there can be only one manu-
facturer of the end item being pro-
cured. The manufacturer of the end
item being acquired is the concern
which, with its own forces, transforms
inorganic or organic substances includ-
ing raw materials and/or miscellaneous
parts or components into such end
item. However, see the limitations on
subcontracting at 52.219–14 which apply
to any small business offeror other
than a nonmanufacturer for purposes
of set-asides and 8(a) awards.

(2) A concern which purchases items
and packages them into a kit is consid-
ered to be a nonmanufacturer small
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